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Institutional investors, which have become the dominant force of the global 
capital markets, particularly the mature capital markets, develop in the context of the 
financial globalization, welfare reform and other factors. However, as a new 
invest-subject in the markets, the institutional investors change significantly the 
global financial system in the last 30 years. Currently, institutional investors exert 
important influence on the stability of the financial market and the efficiency of the 
resource allocation. Moreover, from the micro-level, institutional investors have 
significant and far-reaching impact on corporate governance. The purpose of 
corporate governance is to ensure the science of the corporate decision-making and 
the investment decision-making, as one of the most important financial 
decision-making, is the main motivation of the growth of the company and an 
important foundation for the growth of the future cash flow. Therefore, under the 
background that institutional investors grow increasingly, this paper aims to study 
the relationship between the institutional investors and the investment-decisions of 
the companies and its economic consequences, and to try to provide evidence for the 
development of institutional investors and for the investment decision-making of the 
companies. 
This paper, referring to the research at home and abroad, taking into account 
the characteristics of China’s capital market, combing the normative and empirical 
research, studies the relationship between the institutional investors and the 
investment expenditure of the listed companies and the efficiency of the investment. 
Finally reaches the following conclusions: 
1．China’s institutional investors have certain information superiority. Generally 
speaking, the institutional investors prefer the listed companies which have a sound 
accounting information, and there is positive correlation between the investment 















addition, the results of this study also show that the institutional investors tend to 
hold the share of the companies which are potential and perform steady in the 
financial aspects and have a higher corporate value. 
2．The conclusions of this study show that in the sample interval, there is 
negative correlation between the share ratio of the largest shareholder and the 
investment expenditure of the listed company, while there is obvious positive 
correlation between the share ratio of the institutional investors and the investment 
expenditure of the listed company. They also show that the shareholding of the 
institutional investors can promote the listed companies to increase the investment 
expenditure, restrain efficiently the “tunneling behavior” of the bigger shareholders. 
3．The shareholding of the institutional investors plays different roles in 
different types of inefficient investment. In the sample interval, there is positive 
correlation between the shareholding of the institutional investors and the 
over-investment of the companies. This fact shows that the shareholding of the 
institutional investors may lead to over-investment of the listed companies. In the 
same time, there is negative correlation between the shareholding of the institutional 
investors and the under-investment of the listed companies. This fact shows that, to 
some extent, the shareholding of the institutional investors can alleviate the 
under-investment of the companies. 
4．As to the relationship between the shareholding of the institutional investors 
and the performance of the companies, on one hand, the shareholding of the 
institutional investors affects stably and positively the performance of the companies, 
on the other hand, for that the shareholding of the institutional investors can affect 
directly the investment expenditure of the companies, so it can promote necessarily 
the performance of the companies. 
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